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Operating revenues 
Income &om condt~uing operations 
Net income 
Per share of common stock: 

Income &om continuing operations 
Net income 
Cash dividends 

Percent 
1987 1986 Change 

$1,118.7 $1,068.2 + 4.7% 
74.9 66.6 +12.5 
68.4 43.2 f58.3 

Total assets 
Stockholders' equity 
Book value per share 
Return on equity 

Average shares outstanding 
Number of employees (thousands) 

ALEXANDER @ALEXANDER SERVICES INC. serves clients in more than 70 countries as a leading 

international insurance brokerage, risk management and human resource management consulting company. 

Our 17,000 employees plan, place and service all types of insurance and risk management programs 

on behalf of commercial businesses, governmental entities, associations and individuals. We also place 

reinsurance and provide risk analysis and self-insurance services, premium financing and asset valuation and 

management. 

Our human resource management consulting operations provide actuarial and administrative services for 

compensation and benefit plans, as well as employee communications and management consulung services. 



Alexander & Alexander S e ~ c e s  Inc. 

strengthened its operations throughout 

198% We report to you with confi- 

dence about the Company's prospects for 

renewed growth and profitabiity. 

Progress during the year is evident in 

key fmancial measurements including: - Worldwide revenues, despite falling 
prices in global insurance markets, grew 
nearly 5%. 

1 The rate of expense growth was cut by 
one-third. 

= Net income growth exceeded 50%. 

Shareholder equity increased to $389 
million. 

We repurchased one million shares of 
A&A common stock and in early 1988 
announced plans to repurchase adci- 
tional shares. 

Our commercial paper credit rating 
was upgraded during 1987 and again in 
early 1988, reflecting the Company's 
improved fmancial picture. 

Major organizational, operational and 

structural changes, along with improved 

quality and cost conaols, were also im- 

plemented during the year. These changes 

increasingly contributed to financial im- 

provements in 198% Additional benefits 

&om these actions are expected in 1988 

and beyond. 

Our globalization program also pro- 

duced benefits during the year. Offces 

around the world successllly enhanced 

intracompany coordination. A&A is 

now fumly established as a leading 111- 
service international insurance broker- 

age, risk management and human resource 

management consulting company. 

One of our strategic objectives is to 

concentrate management efforts on 

the basic business lines where we have 

our greatest strengths. These "build- 

ing blocks" are worldwide retail insur- 

ance broking, wholesale and reinsurance 

broking, risk management services and 

human resource management consulting, 

as well as related businesses that supple- 

ment other services for A&A dents. 

As part of our emphasis on our core 

businesses, A&A substantially removed 

itself h m  underwriting with the De- 

cember sales of Shand, Morahan and 

Company, Inc. of Evanston, Ill., and the 

Sphere Drake Insurance Group of Lon- 

don. These actions will allow us to rein- 

vest in our basic business lines through 

the repurchase in early 1988 of up to an 

additional two million shares of A&A 

st&. The repurchase program-which 

totals three million shares-reflects con- 

fidence in A&A's future by management 

and the board of directors. 

A&A and other insurance brokers were 

negatively affected by falling insurance 

prices, especially in the fourth quarter. At 

A&A, the impact ofthis revenue loss 

was partially offset by new business pro- 

duction and productivity increases. 

In the US., A&A Inc. realigned its 

management structure as part of a pro- 

gram to streamline its operations. Broken 

were also shied &om staff and regional 

jobs into positions that were more closely 

related to dent service and new business 

production. Restructuring also took place 

in Canada and in Europe, where we 

undertook several strategically significant 

acquisitions and mergers. 

Profrtabiity and dent-retention efforts 

during the year were enhanced by A&A's 

quality service programs. These include 

management development, technical 

training and procedural safeguards to as- 

sure that we continue to give our dents 

cost-effective, high-quality service. 

An Operations Board, chaired by T.H. 

Itvin, has been established to develop 

and implement long-range plans and to 

strengthen coordination among senior 

A&A managers. The board, among other 

things, maintains a rolling three-year plan 

that supports the broader fiamework of 

our long-term strategy. Emphasis is placed 

on anticipating changes in the business 

environment and on developing services 

that meet dent needs. 



The Operations Board has acted to: A&A IS NOWFIRMLYESBlBLISHED AS A LEADING 

Increase the synergy units FULL-SERVICE INTERNATIONAL INSURANCE 
as we serve our dients on a worldwide 
basis. BROKERAGE, RISK MANAGEMENT AND HUMAN 

' Improve global procedures and con- RESOURCE MANAGEMENT CONSULTING COMPANT 
mk, as well as global executive 
development. 

Increase emphasis on human resource 
management consulting. 

Those business lines that A&A has cho- 

sen to emphasize either enjoy a dominant 

market position-such as our broking 

operations-or they are well-positioned in 

rapidly growing service areas. A&A 
business units with significant p o t e n d  for 

strong near-term results indude our hu- 

man resource management consulting o p  

eration, the Alexander Consulting Group 

(ACG). ACG's progress in 1987 vali- 

provides risk analysis and divedied fund- 

ing arrangements for our dents. The 

number of Alexsis offices-60-has quad- 

rupled in five years, reflecting the demand 

for this type of service. Processed claims 

increased by 50,000 last year. Gross an- 

nual revenues and profit were up by more 

than 20%. 
dates its strategic importance as one of the W 
Company's building blocks. 

In 1987, ACG units increased combined 

revenues by almost 20% over 1986. 

Pre-tax profit was up by more than 25%. 

Conmbuting to ACG's progress are its 

new services, which indude innovations 

in the e m e w g  field of intera~ive video, 

employee communications consulting, 

health care strategies and information sys- 

tems development and application. 

A&A has continued to invest in risk 

management services by opening Anistics 

offices in London, Toronto and Sydney. 

As it has for nearly 20 years, Anistics leads 

the indusny in applied research and 

development for computer software pro- 

ducts, loss forecasting and financial 

models, as well as consulting s e ~ c e s  for 

non-traditional coverage. 

Growth has been suong at Alexsis, our 

A&A management cannot control the 

external factors that create or influence 

the insurance cycle. A&A can, however, 

provide services through innovative 

risk management techniques. By combi- 

ing the skills of Alexsis, Anistics and 

broking, we serve our dents during these 

chaotic periods. Our wide range of 

products and services-developed and 

delivered by an experienced, well-trained 

staff-should ensure long-term growth 

and increase shareholder value. 

Earlier, we referred to our globalization 

program. The Reed Stenhouse merger 

provided the basic b e w o r k  for A&& 

international retailing operations. By 

1987 the merger had matured into a sin- 

gle, mrdinated operation. Meanwhile, 

the Alexander Howden Group continued 

to develop its leading role in wholesale 

and reinsurance broking in London and 

other international business centers. 

Mergers and acquisitions during 1987 

contributed to the implementation of our 

global strategy. Emphasis was placed on 

continental Europe, where additional ex- 

pansion is forecast as the European 

Economic Community liberalizes cross- 

border trade in financial s e ~ c e s  prod- 

ucts. This action by trade and industry 

ministers is a significant step toward 

freedom of insurance services. Insurance 

opportunities, particularly for the 

London market, will grow. 

In Belgium, A&A negotiated the pur- 

chase of the outstanding shares of Alexan- 
self-insurance services organization. It also 



der Menage & Jowa, which will become 

a wholly owned subsidiary. This company 

will trade under the name Alexander 

Stenhouse Belgium International SAINV. 

In December, effective ownership 

of Bekouw Mendes Holding, B.V., the 

Dutch insurance broker and risk 

management company, was increased 

from 30% to 75%. 

A&A and Banco de Bibao Group are 

planning to merge brokerage operations 

in Spain. The new goup will trade 

under the name of Gavial Alexander, S.A. 

Alexander &Alexander AIS was created 

in Nonvay as a subsidiary of Alexander 

Stenhouse AIS of Denmark. 

Alexander Howden North America, 

Inc., A&A's national excessisurplus and 

specialty lines broker, acquired J.J. Francis 

&Associates, Inc., Cherry Hi, N.J. 

A&A increased its equity position to 

50% in the Brazilian insurance broker, 

MacFarlane &Associates. The company 

will change its name to Alexander 

MacFarlane Ltda. 

Our links with the People's Republic of 

China were bolstered when a correspon- 

dent relationship was established between 

Alexander Trade Services and Chiia Inter- 

national Economic Consultants, Beijing. 

ATS offers a full investment-consultancy 

service, including analysis of proposed in- 

vestments, identification of possible 

Chinese partners and feasibility studies. 

Special emphasis was also placed on 

Japanese busiiess during the year. In Jan- 

uaty 1987, A&A Services Senior Vice 

President James Y. Padding became presi- 

dent of A&A of Japan, Inc. His assign- 

ment is to develop and to expand ties 

with Japanese insurance companies and 

other businesses. In the U.S., A&A ac- 

PROFIZ~BILI~~^AND CLIENTRETENTION 

EFFORTS DURING THE TEAR WERE ENHANCED BY 

A&AJs QUALITYSERV~CE PROGRAMS. 

quired Kadowaki Associates International 

Corp. of Pasadena, Calif. Kadowaki had 

been identified as a leading acquisition 

candidate on the strength of its special- 

ized brokerage and risk management ser- 

vices for Japanese businesses opemting 

in the U.S. As part ofA&A Inc.'s National 

Marketing Group, Kadowaki will operate 

nationally as a resource to A&A offices. 

In addition to this acquisition, mergers 

in the U.S. included Inter-American 

Insurance Group, Inc. of Miami, Fla.; 

Federman-Bachrach &Associates, Inc. of 

Beverly H i ,  Calif.; Associated General 

Agency, Inc. of Beachwood, Ohio; 

and Landmark Insurance Corporation, 

Inc. and Grissom, Glllingham & 

Associates, both of Fort Myers, Fla. 

To further enhance our global network, 

A&A formed the Global Retail Insurance 

Broking Board during 1987. The board 

will improve procedures for meeting client 

needs across product Lines and across 

national boundaries. 

In early 1987, John A. Bogardus, Jr., 

announced that he would be stepping 

down as chief executive officer. The 

board of directors named T.H. Irvin as his 

successor. Mr. Bogardus agreed to con- 

tinue to serve as chairman until his retire- 

ment at the end of May 1988. 

Also in May, Bobby J. Cline, John B. 

Devine, David C. French, Cedric 

G. E. Gyles, Ronald A. Iles, James A. 

McCormick, John C. Sienkiewicz and 

Kenneth W. S. Soubry will be concluding 

their service on our board. Their con- 

tributions and counsel as members of the 

board have been very helpful in stra- 

tegically positioning A&A for the future. 

During 1987, Michael K. White and 

W i a m  M. Wilson became executive vice 

presidents of A&A Services Inc. Mr. 

White continued to serve as president and 

chief executive officer of A&A Inc. until 

early 1988, when he became chairman 

and chief executive officer. Mr. Wilson 

continued to serve as chairman and chief 

executive officer of A&A International Inc. 



On September 1,1987, Paul E. Rohner 

joined A&A as senior vice president and 

chief fmancial officer. Mr. Rohner brings 

many years of international business 

experience to the position. 

Other A&A Services appointments 

include Dan R. Osterhout's designation 

as senior vice president. Mr. Osterhout 

heads a new business unit established to 

consolidate management responsibility 

for our remaining underwriting issues. 

These include exposure management, 

run-off and related operations. 

In U.S.-based operatingunits, James 

A. McCormidc was appointed president 

and chief operating officer of A&A Inc. 

Additionally, he was named chairman of a 

new operations committee that includes 

the senior executives of the eight A&A 

Inc. operating units. 

The committee includes regional direc- 

tors Donald R Bell, Gerald M. Brown, 

Paul V. Colony, James H. Dunard and 

Allen J. McDowell, as well as Gies H. 

Madray, Jr., director of Administradve 

Operations; John A. Malasky, director of 

Special Services; and Robert J. Murphy, 

director of National Marketing. 

In Atlanta, John W. Hanna was named 

president and chief operating officer of 

Alexander Howden North America, Inc., 

the wholesale brokmg unit. 

R Allan Dnrward has been appointed 

chief executive officer of Alexander Con- 

sultmg Group Ltd. for the U.K. and 

Europe, replacing John D. Loudon, who 

has retired. Graham Bird has been ap- 

pointed managing director for the Alex- 

ander Consulting Group Ltd., Australia. 

In Canada, James S. Horrick was ap- 

pointed chief executive officer of Reed 

Stenhouse Ltd. He replaced Cedric G.E. 

Gyles, who retired as CEO but will 

continue as Reed Stenhouse chairman. In 

Europe, John B. Devine announced his 

decision to retire as chief executive officer, 

with executive responsibilities to be 

assumed by Ronald W. Forrest, chief ex- 

ecutive officer of Alexander Stenhouse 

Ltd., and Michael J. Barrett, chiefexecu- 

tive officer of Alexander Stenhouse 

Europe Ltd. Mr. Devine will remain as 

chairman. 

David C. French, chairman and chief 

executive officer of the AustraliaiNew 

Zealand region, retired in December kom 

executive responsibilities, continuing 

as chairman. Lloyd E. Mills, m a n w g  di- 

rector and chief executive of Alexander 

Stenhouse Ltd., Australia, has assumed 

the regional chief executive officer posi- 

tion, responsible for Australia and New 

Zealand. Ross L. McKenzie, operations 

director of Alexander Stenhouse Ltd., 

Australia, was named managing director 

and chief executive officer of Alexander 

Stenhouse Ltd., Australia. Mr. McKenzie 

and Timothy P.S. Gibson, m a n w g  di- 

rector of Alexander Stenhouse Ltd., New 

Zealand, became deputy chairmen 

will suffer fmanaal hardships-some may 

even experience insolvencies. 

The increase in the size and strength 

of A&A's global operations has enhanced 

our ability to assist multinational clients 

through the periods of price fluctuations 

and varying levels of insurance capacity. 

A&A is prepared to support its clients 

though this treacherous environment in 

both conventional and innovative ways. 

Despite the insurance cycles, our commit- 

ment to creative insurance alternatives 

is not cyclical. When alternative funding is 

more appropriate for our clients, it will 

be encouraged. 

A&A ended 1987 with the knowledge 

that its strategic objectives are being 

achieved as anticipated. We are commit- 

ted as a company to quality s e ~ i c e  for 

our clients, and we have an outstanding 

group of pmfessionals who can deliver 

A&A service. We are confident that with 

the dedication of our 17,000 employees 

and the management team we have 

in place, A&A will continue its progress 

thmughout 1988. 

John A. Bogardus, Jr. 
a- 

of the Australia/New Zealand region. , 
Tmsley H. Irvin 
P&t e+ Chlg 

The current period of lower prices and h& 
commissions is expected to continue 

throughout 1988. Although our clients 

are benefiting &om lower prices, there is a 

long-term risk that insurance companies 



Retail Bmkiq  
Retail insurance broking is the basic build- 

ing block of Alexander & Alexander 

Services Inc. As the leading international 

retail broker, we arrange insurance cover- 

age for a diverse array of clients. These di- 

ents are primarily commercial businesses 

of a l l  sizes, but A&A also represents indi- 

viduals and governmental entities. 

In the United States, retail broking is 

conducted by Alexander & Alexander 

Inc., which has nearly 100 off~ces cover- 

ing every part of the counay. 

Non-US. broking operations are wn- 

ducted by Alexander & Alexander In- 

ternational Inc. through its Alexander 

Stenhouse Limited and, in Canada, Reed 

Stenhouse L i t e d  subsidiaries. 

A&A Inc. and A&A International Inc. 

work together to sewe clients throngb 

out the world. 

Wholesale Bmkiq  
Wholesale broking operations include 

Alexander Howden L i t e d ,  which op- 

erates at the center of the wholesale 

business in London. 

In the United States and Canada, Alex- 

ander Howden North America, Inc. is 

our link between retail brokers and under- 

writers for specialty lines and for risks that 

are often diff~cult to place. 



Ra'mu14tnce Bmkiw 
The building blodc of reinsurance broking 

has become an increasingly prominent 

component of our worldwide operations 

as A&A reinsures risks on behalf of insur- 

ance and reinsurance companies. 

Alexander Howden Reinsurance Bro- 

kers Limited in London has for decades 

been a worldwide leader in marine, non- 

marine, aviation and London excess 

loss. In the United States, Thomas A. 
Greene &Company, Inc. is one of 

the most successful and rapidly growing 

companies in the field. 

Risk Maqpnmt  
Sophisticated risk d Y s i s  and risk man- 

agement services are primarily offered 

through the Risk Management Services 

Group. Anistics, one of the component 

business units, is a pioneer in the devel- 

opment of computer sohare, loss fore- 

casnng, fmancial models and consulting 

services. 

Human Resource 
Manugemmt Cmwuhirg 
Human resource management consulting 

is also an essential element in our global 

development. Through the Alexander 

Consuldng Group Inc., we are innovators 

in health care strategies and other areas of 

human resource management, 

Niche Finamial Stwk 
Specialized fmancial services give A&A 
a competitive edge in developing business 

and in servicing clients. 

TIFCO Inc., the U.S.-based premium 

fmancing facility, offers funding altema- 

tives to insurance buyers. Strategis, A&& 
asset valuation and management arm, 

helps businesses manage and protect the 

flnancial value of their assets. 





Aknder @Aknder  Somcer 1%. 
(In m h ,  aqtp~hmammu,n) 

Summary of Operations: 
Operating revenues 
Operating income 
Income from continuing operations 
Loss from discontinued operations 
Extraordinary items 
Net income (loss) 
Per share of common stock 

Income from continuing operations 
Loss from discontinued operations 
Extraordinary items 
Net income (loss) 
Cash dividends 

Weghted average number of shares 

Financial Position: 
Current assets 
Working capital 
Total assets 
Long-term debt 
Stockholders' equity 



A N D  R E S U L T S  O F  O P E R A T I O N S  

Genaal 
Operating results of the insurance brokerage industry 
genedy reflect the cyclical pattern of premium 
rates charged by the property and casualty insurance 
companies. From the late 1970's through 1984, 
the Company experienced modest growth in operat- 
ing revenues due to the severe price competition 
among the insurance carriers. Due to the significant 
underwriting losses generated during this "soft 
insurance cycle,'' the insurance industry's pricing 
structure shifted upwards as evidenced by the 
Company's double-digit revenue growth in 1985 and 
1986. Beginning in late 1986, and continuing 
throughout 1987, improved undetwriting results and 
increased competition for market share among the in- 
surance companies once again caused premium rates 
to decline. In addition, the pricing of many insurance 
products varied significantly depending upon such 
factors as worldwide market capacity and type of cov- 
erage. The Company's prospects for future revenue 
growth are largely dependent upon insurance pre- 
mium rates, new business production coupled with 
retention of existing business and enhanced product 
development to cope with new and more complex 
insurance needs. 

Despite declining premium rates, the Company's 
consolidated operating revenues reached a record 
$1.1 &ion in 198% Net income increased $25.2 mil- 
lion to $68.4 million in 1987 with net income per 
share at $1.62, up more than 54%. Income fiom 
continuing operations in 1987 increased 12.5% to 
$74.9 million as gains from sales of nonstrategic 
businesses and other assets, coupled with lower in- 
come taxes, more than o&t a decline in operating 
income. 

With the 1987 sales of Sphere Drake Insurance 
Group ("Sphere Drake") and Shand, Morahan & 
Company, Inc. ("Shand"), includingits 52% 

owned insurance company, the Company has now 
completed the divestitures of its significant insur- 
ance underwriting and related operations. While the 
terms of the sale agreements provide for certain in- 
demnif~cations including adequacy of loss resemes 
and collectibiity of reinsurance as of December 31, 
1986, the Company's o v e d  exposure to underwrit- 
ing activities has been mitigated. 

Results ofopevations 
operati?gReoenues 
Consolidated operating revenues increased 4.7% in 
1987 after a 16.9% increase in 1986. Insurance ser- 
vices, which include retail, wholesale and reinsurance 
commissions and fees, comprise over 87% of the 
Company's operadng revenues. In 1987, new busi- 
ness production, coupled with acquisitions and the 
effect from rising foreign currency translation rates 
more than o&t the impact of dedinig premium 
rates, lost business and reduced operating revenues 
due to sold operations. Successful new business pro- 
duction in 1986, combined with rising insurance pre- 
mium rates and acquisitions, resulted in the 1986 
increase over 1985. 

Human resource management consulting includes 
the operations of the Alexander Consulting Group as 
well as association marketing business. Revenues 
&om this segment grew by 14.9% to $121.0 in 1987 
compared to a 19.4% increase in 1986. Significant 
legislative, regulato~y and accounting changes, both 
in the United States and internationally, resulted in 
the expansion of the demand for the Company's ser- 
vices in the areas of employee benefit programs and 
other areas of human resource management. To bet- 
ter setvice an expanding multinational client base, 
the Company's employee benefit and management 
consultant opetations were organized into a global 
coordinated operating unit during the latter part of 
1986. 

Total operating expenses increased 10.4% in 1987 
compared to a 15.0% increase in 1986. Both years re- 



flea the increased costs associated with sales efforts 
and servicing an expanding den t  base. Additionally, 
significant increases in foreign exchange rates 
throughout 1987 and the effect of acquisitions nega- 
tively impacted prior year comparisons. 

Salaries and related benefits were up 10.2% in 1987 
compared to an 18.2% increase in 1986. Increased 
staff levels due to additional volume of business, as 
well as acquisitions, caused the 1986 increase; the an- 
nualized effect also impacted 1987 expenses. Other 
operadng expenses in 1986, including premises costs, 
depredation and mvel costs, increased correspond- 
ingly. Beginning in early 1987, as the softening insur- 
ance market became more evident, the Company 
initiated salary and expense controls and saeamlined 
its management structure in an effort designed to sig- 
nificantly reduce the rate ofexpense growth. As a 
result, expense growth was reduced by approximately 
one-thiid in 1987 with continued cost containment 
measures remaining in effect during 1988. 

The Company's insurance and self-insurance costs 
have increased throughout the last three years. These 
inueased costs, as well as reduced availability of se- 
lected insurance coverap and hgher deductibles, 
reflected the trend in the liabiity insurance industry 
generally and were not unique to the Company. 
While increasing levels of coverage are becoming 
available, the Company continues to emphasize and 
enhance its quality control programs with particular 
emphasis on prevention of errors and omissions 
cLaims. 

In 1985, the Company adopted Statement of Fi- 
nancial Accounting Standards No. 87, "Employers' 
Accounting for Pensions" for its U.S. pension 
plans. It is anticipated that the Company will adopt 
Statement 87 for its international pension plans be- 
ginning in 1988. Based upon current exchange rates, 
the effect on pension expense in 1988 compared to 
1987 should be a reduction ofapproximately $13.3 
million. 

Epiq Eamir?qs 
Equity earnings in unconsolidated operations de- 

clined by $5.0 million to $178 million in 1987 after 
increasing by $10.0 million in 1986. The increase 
in 1986 was primarily the result of increased business 
combined with lower fmancing costs in TIFCO Inc., 
the Company's premium fmancing subsidiary. In 
1987, a decrease in lending spreads due to competi- 
tive pressures and reduced premium rates resulted 
in a $3.6 million decline in pre-tax operating earnings 
for this operation. In addition, effective September 
30,1987, the Company sold Evanston Services Inc. 
(52% owned) as part of the divestiture of Shand. The 
Company's equity earnings in Evanston was $1.4 
million lower in 1987 compared to 1986. 

In October 1987, the Fiancial Accounting 
Standards Board issued Statement of Financial Ac- 
counting Standards No. 94, "Consolidation of All 
Majority-Owned Subsidiaries." As a result, the 
Company's unconsolidated majority-owned subsid- 
iaries as described in Note 5 will be consolidated in 
1988 with restatements of prior years' fmancial state- 
ments required. 

Other Incme and Expme 
Investment income decreased by 3.1% in 1987 

compared to an increase of 23.9% for 1986. The 
1987 decrease is due primarily to lower average inter- 
est rates whereas the 1986 increase reflected an in- 
crease in investment levels due to the risiig premium 
rates and new business production. 

Interest expense dedined $3.3 million in both 
1987 and 1986. Interest rates and short-term bor- 
rowings on average dedined in both years and 
the average outstanding commercial paper debt dur- 
ing 1987 declined 35% from 1986's average. 

In 1987, the Company completed several asset 
dispositions which resulted in significant gains. In- 
dnded in other income is a $15.3 million gain 
relating to real estate transactions in the United King- 
dom and France and $%5 million for the sale of a 
Canadian insurance hroking subsidiq. In addition, 
the Company sold Shand at approximate book 
value. See Note 4 for a description of the terms of 
sale and other information. 



In November 1986, the Company settled its law- 
suit against certain former auditors of Alexander 
Howden Group, plc. As a result, legal and account- 
ing costs associated with this suit and related 
matters declined by $7.3 million in 1987 compared to 
an increase in such costs of $3.6 million in 1986. 

Other income (expenses) for 1985 includes a pre- 
tax gain of $1 1.9 million realized on the sale of 
the Company's Lloyd's managing agency businesses 
offset by $20.5 million of merger related expenses 
relating to the acquisition ofReed Stenhouse Com- 
panies Limited. 

IncGme E m s  
The Company's effective tax rates from continuing 

operations were 45.3% in 198754.6% in 1986 
and 53.9% in 1985 compared to the US. statutory 
rate of 40% in 1987 and 46% in 1986 and 1985. 

State and local income taxes, non-deductible ex- 
penses, including goodwill amortization and certain 
expenses disallowed by statute, and losses of various 
subsidiaries for which no tax benefit can currently 
be recognized account for the higher than statutory 
rates. In 1987, the effect of these items was partially 
offset by the benefit from capital gains rates on 
the disposition of assets previously discussed. The Tax 
Reform Act of 1986 had the effect of lowering the 
Company's tax provision in 1987 due to the reduced 
statutoq rate. 

In December 1987, the Financial Accounting 
Standards Board issued Statement of Financial Ac- 
counting Standards No. 96, "Accounting for In- 
come Taxes." Statement 96 is effective for fiscal years 
beginning after December 15,1988 (calendar year 
1989) with earlier application permitted. The most 
significant element of the new Statement is the shii 
to the liability method from the deferred method of 
accounting for income taxes whereby deferred taxes 
are adjusted currently for tax rate changes. The adop- 
tion of the Statement is not currently expected to 
have any adverse impact on the Company's fmandal 
position. 

As a result of the settlement with certain folmer 
auditors of Alexander Howden Group, plc referred to 
previously, the Company increased its tax deduction 
in 1986 above that taken in 1982 in connection with 

the loss sustained in the acquisition. Consistent 
with the original deduction, no recognition of the 
related tax benefit has been taken in the Consoli- 
dated Statements of Income until realization is rea- 
sonably assured. As discussed in Note 6, it is 
anticipated that the Internal Revenue Service will 
disallow the 1982 tax deduction and the Company is 
in the process of prepaingan appeal. The Company 
believes the resolution of this issue will not have an 
adverse effect on the Company's financial position. 

Discontinued Opwathns 
During 1987, the Company completed the sale of 

Sphere Drake for cash and two zero-coupon notes, 
whose ultimate collectibility is subject to offset based 
upon the adequacy of loss reserves and reinsurance 
recoverable balances as of December 31,1986. The 
Company will defer recognizing the related interest 
income on these notes in the Consolidated Statement 
of Income until realization is assured. In addition, 
the Company is continuing with the settlement of 
daims of the remaining Atlanta and Bermuda-based 
insurance companies which are in run-off. 

The additional provision made in 1987 of $10.0 
million relates primarily to the sale of Sphere Drake. 
The Company believes the provision made to date 
and the reserve for estimated loss are sufficient to ad- 
equately provide for the estimated losses through 
the period of run-off or indemnification; however, 
due to variables inherent in the estimation process, 
there is no assurance that adverse deviation may not 
occur. 

& 6 1 u t ~  Items 
The emordinary credits of $3.5 million and $0.6 

million for 1987 and 1986, respectively, represent 
the realization of tax benefits resulting from the utiJ- 
zation of Reed Stenhouse Companies Limited net 
operating loss carryforwards relating to its US.  opera- 
tions. Asiguificant pottion ofthe remaining$10.8 
million of carryfornards will become recognizable in 
1988 provided sufficient earnings are available in 
those subsidiaries where the losses arose. 



Liquidity a d  Capital Rauumes 
The Company's cash flow from operations, as- 

set dispositions and, in 1985, the proceeds from an 
equity issuance, have been the primary source of 
funds for the last three years. The positive cash flow 
has been used to fmance its operating and capital ex- 
penditures as well as to pay dividends and fund the 
discontinued operations. The Company continues to 
utilize its commercial paper program to supplement 
working capital requirements. 

The net increase in cash and investments for the 
last three years represents primarily fiduciary assets 
which, except in certain foreign operations where 
legally permissible, are not available for working capi- 
tal needs. 

In 1987, the Company's cash flow was snpple- 
mented by the proceeds from the dispositions of snb- 
sidiaries and other assets, as well as the utilization 
of net operating loss canyfonvards for tax purposes 
which resulted in minimal tax payments in the 
United Stares. In 1986, an additional tax deduction 
was taken in the United States relating to a loss 
sustained in the acquisition ofAlexander Howden 
Group, pic. While this deduction will not be recog- 
nized for income statement purposes until realiza- 
tion is assured, it did result in a significant reduction 
in Eurrent income taxes payable in 1986. 

During the fourth quarter of 1987, the Company 
purchased one million shares of its common stock in 
the open market. In February 1988, the board of 
directors authorized the purchase of up to an addi- 
tional two million shares, depending upon market 
price and conditions. The purchase of such shares 
will he fmanced primarily from internally generated 
funds. 

In 1987, the Company remitted approximately 
$39.9 million to its Atlanta and Bermuda discontin- 
ued insurance operations representing $32.1 million 
oftax benefits from prior years' losses and $7.8 mil- 
lion of additional capital to fund the run-off of daim 
liabiities. During 1986, the Company contributed 
$22.0 d o n  to Sphere Drake Insurance Company, 
pk. and $20.0 million to the Atlanta insurance 
companies in m-off. 

In the fourth quarter of 1987 the Company made 
open market purchases of $6.8 d o n  of its 11% 
convertible subordinated debentures. The Company 

is continuing to review its options with ~spec t  to 
redeemingthe remainimp. debentures in 1988. If re- - - 
deemed in 1988, it is anticipated that a major portion 
of the debentures would be replaced with lower cost 
borrowings and the Company would recognize an af- 
ter-tax extraordinary loss of approximately $3.0 
million. 

The Company maintains a $50.0 million bank 
aedit agreement which expires in June, 1989. In the 
event short-term bornwings cannot be made advan- 
tageously, the Company intends, ifnecessary, to use 
this facility m refmance its short-term borrowings on 
a long term basis and, accordingly, $50.0 million has 
been reclassified to long-term debt at December 31, 
1987 SuppkmeIIdng the bank credit agreement, the 
Company has committed unsecured lines of credit of 
$91.3 million as support for future working capital 
requirements. 

In December 1987, a 50% owned French subsidiary 
entered into a lease agreement for new office facilities 
which is accounted for as a capital lease. The present 
value of the net minimum lease payments reflected in 
the 1987 Consolidated Balance Sheet is $25.4 mil- 
lion. In addition, the December 1987 acquisition of 
the Netherlands subsidiary described in Note 3 was 
fmanced by bank borrowings. 

As previously discussed, the Company will be re- 
quired to consolidate all majority-owned subsidiaries 
by year-end 1988. As a result, TIFCO Inc. will be in- 
cluded in the Company's 1988 consolidated fmancial 
statements. Reference is made to Note 5 for 
information concerning this operation's financing 

P"4Y-s. 
The Company's dividend policy has been to pay 

dividends out of current sustainable earnings. While 
under Maryland law, dividends may be paid from 
unrestricted paid-in capital, the Company's board of 
directors has no present intent of doing so. 

The Company anticipates that cash flow from oper- 
ations, supplemented by use of short-term borrow- 
ings, will be sufficient to meet 1988's working capital 
needs. 



Management of the Company is responsible for d the information and repre- 
sentations contained in the consolidated fmancial statements and other sections of the 
annual report. Management believes that the consolidated fmancial statements and 
related information have been prepared in accordance with generally accepted account- 
ing principles consistently applied and appropriate in the circumstances. These fman- 
cial statements necessarily include amounts that are based on management's judgment 
and best estimates. 

The Company maintains a system of internal accounting controls that provides 
reasonable assurance that assets are safeguarded against loss from unauthorized use or 
disposition and that accounting records provide a reliable basis for the preparation 
of fmancial statements. The internal accounting control system is augmented by an 
internal auditing program, other written policies and guidelines, including the 
Company's policy on General Business Ethics, and careful selection and training of 
qualified personnel. 

Deloitte Haskins+Sells has been engaged, with the approval of the Company's 
stockholders, as the independent auditors to examine the fmancial statements of the 
Company and to express an opinion thereon. Their opinion is based on procedures 
believed by them to be sufficient to provide reasonable assurance that the fmancial 
statements present fairly the Company's fmancial position, changes in fmancial posi- 
tion and results of operations. Their report is set forth on page 15. 

The Audit Committee of the board of directors is composed of four directors, 
none ofwhom is an employee of the Company or any of its subsidiaries, and assists the 
board in exercising its fiduciary responsibilities for oversight of audit and related mat- 
ters, including corporate accounting, reporting and control practices. It is responsible 
for recommending to the board the independent auditors to be employed for the 
coming year, subject to stockholder approval. The Audit Committee meets periodically 
with management, internal auditors and the independent auditors to review internal 
accounting control and auditing and fmancial reporting matters. The independent 
auditors and the internal auditors have free access to the Audit Committee. 

Paul E. Rohner 
Senior V k  P&t 
and ChU.fEmncla1 off& 

Mark E. Oleksik 
vice P&t, Camuer 
a d  C h U . f h n t i y  officer 



To the Shareholders of Alexander & Alexander Services Inf.: 

We have examined the consolidated balance sheets of Alexander &Alexander Services 
Inc. and its consotidated subsidiaries as ofDecember 31,1987and 1986, and the 
related consolidated statements of income, of changes in fmancial position, and of 
stockholders' equity for each of the three years in the period ended December 31, 
198% Our examinations were made in accordance with g e n d y  accepted auditing 
standards and, accordingly, induded such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 

In our opinion, such consolidated fmancial statements present fairly the fmancial 
position of the companies at December 31,1987 and 1986, and the results of their 
operations, and the changes in their fylancial position for each of the three years in the 
period ended December 31,1987, in conformity with generally accepted accounting 
principles applied on a consistent basii. 

DEU)IlTE HASKINS+SELLS 
Baltill~n, M a y M  
Manh 8,1988 



C O N S O L I D A T E D  S T A T E M E N T S  O F  I N C O M E  

Operating revenues: 
Insurance services 
Human resource management consulting 
Other 

Operating expenses: 
Salaries and benefits 
Other 

Operating income 
Equity in unconsolidated operations (note 5) 
Other income (expenses): 
Investment income 65.2 
Interest expense (14.2) 
Amortization of intangible assets (12.3) 
Other (notes 3 and 4) 19.8 

58.5 
Income from continuing operations before income 

taxes: 136.9 
Income taxes (note 6) 62.0 
Income from continuing operations 74.9 
Loss from disfontinued operations (note 2) (10.0) 

Income (loss) before extraordinary items 64.9 
Extraordinary items (note 6) 3.5 
Net income (loss) $ 68.4 

Per share of common stock (note 1): 
Income kom continuing operations 
Loss from discontinued operations 

Income (loss) before extraordinary items 1.53 
Extraordinary items .09 
Net income (loss) $ 1.62 

Cash dividends $ 1.00 
Weighted average number of shares 42.3 



Aleuvuler&AleuvulerSnoiurI11~. 
hofDaenber31, (ul m i k )  

ASSETS 
Current assets: 
Cash and investments (princi ally interest-bearing bank deposits) 
Accounts receivable (net of a f  owance for doubtful accounts of 

$26.3 in 1987 and $24.4 in 1986): 
Customer accounts 
Other 

Total current assets 

Furniture and equipment 
Leasehold improvements 

Less accumulated depreciation and ainomzation 
Property and equipment-net 

Other assets: 
Equity in unconsolidated operations (note 5) 
Assets held for disposal (note 2) 
Long-term notes and other receivables (notes 2 and 4) 
Intangible assets (net of accumulated amortization of $70.7 in 1987 

and $53.2 in 1986) 
Other 

LIABILITIES AND STDCKHOLDERS' EQUlTY 
Current liabilities: 
Accounts pa able 
Short-term J' ebt (note 7) 
Accrued compensation 
Other payables and accrued expenses 

Total current liabilities 
Long-term liabilities: 
Long-term debt (note 8) 
Deferred income taxes (note 6) 
Other (notes 2,11 and 14) 

Total long-term liabilities 
Commitments and Contingent Liabilities (notes 2,4,12 and 13) 
Stockholders' equity (notes 8 ,9  and 10): 
Preferred st&. authorized 9.5 shares $1 ~ a r  value: issued and 

outstanding, hone 
Series A JUNO~ Participating Preferred Stock, authorized 0.5 shares $1 par 

value; issued and outstan& none 
Common stock, authorized 6 8 0  shares $1 par value; issued 38.7 and 

35.4 shares, respectively 
Class A common stock, authorized 13.0 shares $.00001 par value; issued 

and outstanding 3.4 and 5.0 shares, respectively 
Class C common stock, authorized 5.5 shares $1 par value; issued and 

outstandin 0 8 and 1.5 shares, respectively 
Paid-in capi d .  
Retained earnings 
Accumulated translation adjustments 

Less treasury stock, at cost, 0.9 shares in 1987, none in 1986 
Total sto&olders' equity 



C O N S O L I D A T E D  S T A T E M E N T S  O F  C H A N G E S  

I N  F I N A N C I A L  P O S I T I O N  

Alsrander&A/emndA.SemiurI~. 
F a t h ~ y p a 1 ~ ~ D e r e m b e r 3 1 ,  jmmdiom) 

Funds h m  operations: 
Income from continuing operations 

Depreciation and amomzation 
Undistributed income of unconsolidated operations 
Deferred income taxes 
Gains on disposition of subsidiaries and other assets 
Other, principally provisions for non-current liabilities 

Funds provided from continuing operations 
Discontinued operations, net 
Extraordinary items 

Changes in certain working capital items: 
Increase in accounts receivable 
Increase in accounts payable 
Increase (decrease) in other current liabilities 
Effect of exchange rate changes on working capital 

Funds provided from operations 

Financing transactions: 
Dividends paid 
Increase (decrease) in shoa-term debt 
Additions to long-term debt 
Obligation under capital lease 
Payments of long-term debt 
Shares issued in private placement 
Purchase of treasury stock 
Other stock transactions 
Increase (decrease) in other long-term liabilities 
Funds provided (used) in fmancing transactions 

Investment transactions: 
Additions to propeq-net 75.0 
Additions to property under capital lease 25.4 
Investment in unconsolidated operations (21.7') 
Proceeds from disposition of subsidiaries and other assets (109.2) 
Book value of assets sold 79.7 
Increase in long-term notes and other receivables 72.1 
Additions to intangible assets, net 24.5 
Other 15.4 
Funds used for investments 161.2 
Increase in cash and investments $ 51.7 



AhmdwBAhmdw-Zm. 
Forthethnc~mdatDcumder31,  ( i n w d i m )  

Common Stock: 
Balance, beginning of year 
Contributed to an employee benefit plan, 0.2 shares in 1987, 

1986 and 1985 (note 11) 
Issued for acquisitions of businesses, 0.7,1.6 and 0.7 shares in 

1987,1986 and 1985, respectively (note 3) 
Conversions of CLass A and Class C shares into common stock, 

2.3,0.9 and 4.1 shares in 1987,1986 and 1985, respectively 
(note 9) 

Other 
Balance, end of year 

Class A Common Stock: 
Balance, beginning of year 
Private placement, 1.8 shares (note 9) 
Issued for acquisitions of businesses, 0.1 shares in 1985 
Conversions into common stock, 1.6,0.6 and 1.7 shares in 

1987,1986 and 1985, respectively 
Balance, end of year 

Class C Common Stock: 
Balance, beginning of year 
Conversions into common stock, 0.70.3 and 2.4 shares in 

1987,1986 and 1985, respectively 
Balance, end of year 

Paid-In Capital: 
Balance, beginning of year 
Contributed to an employee benefit plan 
Issued for acquisitions of businesses 
Conversions into common stock 
Private placement 
Other 
Balance, end of year 

Retained Earnings: 
Balance, beginning of year 
Net income (loss) 
Adjustment to conform fiscal year of pooled company 
Dividends: 

Common stock 
Pooled company 

Other 
Balance, end of year 

Accumulated 'Ikanslation Adjustments 
Balance, beginning of year 
Foreign currency translation adjustments 
Balance, end of year 

If.eagury Stock: 
Balance, beginning of year 
Purchase of 1.0 shares 
Issued to an employee benefit plan, 0.1 shares 
Balance, end of year 



1. SIGNIPICANT ACCOUNTING POI~IC~ES 
IMMI"II  

Cmrolidation 
The accompanying consolidated fiancial statements 
include the accounts of Alexander &Alexander Ser- 
vices Inc. and its majority-owned domestic and inter- 
national subsidiaries. AU significant intercompany 
transactions and balances between consolidated sub- 
sidiaries have been eliminated. 

The Company's unconsolidated subsidiaries and 
affiates are accounted for on the equity method (see 
Note 5). Reference is made to Note 2 for discussion 
of the Company's discontinued operations. 

F* C m y  Translation 
Assets and liabilities of the Company's intema- 

tional operations are translated at current exchange 
rates. Operating results are translated at average 
rates of exchange prevailing during the year. Unreal- 
ized gains or losses resulting from translation, in- 
cluding transactions which hedge a foreign currency 
investment or long-term intercompany investment, 
are included as a separate component of stodrholders' 
equity. 

Forward exchange contracts are purchased by the 
Company to hedge the impact of currency fluctua- 
tions affecting operations of certain foreign subsid- 
iaries. Gains and losses on these hedging contracts 
generally are recognized in the period the hedged 
transactions are realized. Net foreign currency trans- 
action gains (losses), amounting to $1.2 million, 
$(LO) million and $(3.0) million for the years ended 
December 31,1987,1986 and 1985, respectively, 
are included in the determination of income from 
continuing operations. 

P n p q  and Depvechtion 
The cost of property and equipment is depreciated 

generally on the straight-line method over the esti- 
mated useful lives of the related assets which range up 
to 40 years for buildings and ten years for equip- 
ment. Leasehold improvements are capitalized and 
amortized over the shorter of the life of the asset 
or the lease term. Maintenance and repair costs are 
charged to operations when incurred. 

Intan&& Assen 
Intangible assas resulting from acquisitions, princi- 

pally expiration lists and goodwill, are amomzed on 
the s e t - l i n e  method over periods not exceeding 
17 and 40 years, respectively. The costs of non-com- 
pete agreements are amortized on the sdght-line 
method over the terms of the agreements. 

Income 2iwa 
Deferred income taxes are provided on revenue 

purposes in different periods than for income tax 
purposes. Income taxes are generally not provided on 
undistributed eamings of foreign subsidiaries because 
they are considered to be permanently invested. In- 
vestment tax credits, prior to January 1, 1986, were 
included as a reduction of federal income tax expense 
in the year the asset was placed into service. The Tax 
Reform Act of 1986 repealed the investment tax 

credit for property placed into service after December 
31,1985. 

Fizz~ciay Funds 
Premiums which are due from insureds are re- 

ported as assets of the Company and as correspond- 
ing liabiities, net of commissions, to the insurance 
carriers. Premiums received from insureds but not yet 
remitted to the carriers are held as cash or invest- 
ments in a fiduciary capacity where required by 
regulation. 

ReoenweRmpition 
Commissions are recognized generally on the effec- 

tive date of the policies or the billing date, whichever 
is later. Any subsequent premium adjustments, in- 
cluding policy cancellations, are recognized upon no- 
tification J?om the insurance carriers. Contingent 
commissions, commissions on policies billed and col- 
lected directly by insurance carriers and profit-sharing 
commissions from Lloyd's syndicates are recognized 
when received. Fees for services rendered are generally 
recognized when earned. 

Presentation 
Unless otherwise indicated, all amounts are stated 

in millions of U.S. dollars. Certain prior period 
amounts have been reclassified to conform with the 
1987 presentation. 

Per Share Data 
Earnings per share are based on the weighted aver- 

age number of common shares and their economic 
equivalents (see Note 9) outstanding during each pe- 
riod, adjusted for shares issued in pooling and, if 
dilutive, shares issuable under stodc option plans or 
debenture conversion rights. Dividends per share 
are based on the Company's common and economic 
equivalent shares outstanding at each record date. 

2. D ~ N T I N U B D  OPE~K~IONS 
In March, 1985, the Company announced its inten- 
tion to discontinue the insurance underwriting 
subsidiaries acquired in 1982 as part of the Alexander 
Howdcn Group plc (LLAlexander Howden") 

and expense items recognized for fiancial accounting 



acquisition. Accordingly, the estimated loss on dis- 
posal, which includes estimated operating results 
thmugh disposal or run-off and estimated realizable 
values, is presented separately fiom continuing op- 
erations in the Consolidated Statements of Income. 

The Company has completed the divestitures of 
the entities held for sale. Effective January 1,1987, 
the Company sold Sphere Drake Insurance Group 
("Sphere Drake") for approximately $55.5 million, 
including the settlement of an intercompany balance 
of $24.3 million. To provide security to the buyer in 
connection with certain indemnities, on December 
30,1987, the Company purchased a $24.5 million 
zero coupon senior note hearing interest at 10% and 
a $24.0 million zero coupon subordinated note bear- 
inginterest at 1296, both due in 1995. Payment by 
the buyer of the notes is subject, effectively, to offset 
based upon the adequacy of the loss reserves and re- 
insurance recoverables recorded on the books of 
Sphere Drake at December 31, 1986. These notes 
are included in the Company's Consolidated Balance 
Sheets a t  a discounted value of $36.4 million at 
December 31,1987 

The sale agreement provides indemnities E-om the 
Company for various potential liabiities of Sphere 
Drake. Certain indemnities, which relate to opera- 
tions ofsphere Drake prior to the sale, are not lim- 
ited in time and amount. Other indemnities, which 
relate to Sphere Drake's loss reserves and reinsurance 
recoverables attributable to 1986 and prior under- 
writing years, are limited in time (expiring June 30, 
1995) and amount, up to the value of the notes and 
related interest thereon. The Company may be obli- 
gated, under certain circumstances, to provide a 
credit facility to the buyer with respect to these latter 
indemnities. The Company will defer recognizing 
the related interest income on these notes in the 
Consolidated Statements of Income until realization 
is assured. 

The remaining Bermuda and Atlanta discontinued 
insurance companies continue in a run-off mode of 
operation. The Company is proceeding with its plans 
to liquidate or othenvise dispose of these operations. 

LosronDirpoml 
The components of the estimated loss on disposal 

and rehted income tax provisions (benefits) are as 
follows: 

FanhEymnendnilhmbm31, 1987 1986 1985 
United States $ (6.6) $(23.4) $ (95.4) 
International (12.3) (14.0) (10.2) --- 

(18.9) (37.4) (105.6) 
Less: Inwme Provisions 

(Benefits) 
Federal 

Current (2.8) (8.9) (36.3) 
Deferred 1.7 (1.4) (10.1) 

Foregn 
Current (5.6) (2.3) (5.2) 
Deferred (2.2) (0.8) (2.0) --- 

The 1987 additional provision relates primarily 
to the recorded loss on the disposal of Sphere Drake. 
The additional provisions in 1986 and 1985 relate 
primarily to the Atlanta and Bermuda companies and 
resulted &om the need to strengthen insurance 
undenvriting reserves by approximately $21.0 million 
and $43.0 million, respectively, and to increase 
the allowance for doubtful reinsurance recoverables 
by approximately $10.0 million and $60.0 million, 
respect;vely. 

Net A s e ~  (L&ili&s) ofLXmmtinued Operations 
A summary of the net assets (liabilities) of the 

Company's discontinued operations as of December 
31,1987 and 1986 is as follows: 

1987 1986 
Assets 

Cash and investments $ 69.2 $250.1 
Accounts receivable 44.8 184.9 
Income faxes receivable h m  parent 7.6 38.9 
Other assets 9.1 25.9 -- 

$130.7 $499.8 -- 
Liabilities 

Claim liabilities $102.8 $368.4 
Other liabilities 22.7 77.1 -- 

125.5 445.5 
Reselve for estimated lass on disposal 

(see below) 15.3 23.1 -- 
140.8 468.6 -- 

Net assets (liabilities) of discontinued 
operations S(10.1) $ 31.2 

During 1987, the Company remitted approxi- 
mately $34.4 million to Atlanta International Insur- 
ance Company representing principally tax benefits 
fiom prior years' losses. In addition, the Company 
contributed $5.5 million ofadditional capital to a 
Bermuda insurance company to fund the run-off of 
claim liabiies. The net liabiities of the Company's 
discontinued operadons at December 31,1987 are 
included in other long-term liabilities in the Consoli- 
dated Balance Sheets. 

During 1986, the Company conaibuted $22.0 
million of additional capital to Sphere Drake in order 
to meet London market expectations with respect 
to operating ratios necessary for the ongoing conduct 
of its insurance operations. This capital infusion was 
Funded fiom borrowings which were paid off with 
proceeds h m  the 1987 sale of Sphere Drake. 
Also, during 1986, the Company contributed addi- 
tional capital of $20.0 million to the Atlanta insur- 
ance companies in order to meet statutoly surplus 
requirements. 



An analysis of the Company's reserve for estimated 
loss on disposal of its discontinued operatidns is as 
follows: 

1987 1986 1985 
Balance. keinnineof year $23.1 $20.3 $25.5 

~ro&ion>cor&d f& 
estimated loss on disposal 10.0 24.0 52.0 

Opeming income (lass) oE 
Compmies held for sale - 3.0 (6.7) 
Companies being run-off (4.4) (22.2) (48.9) 

Gain (loss) on divestitures 
Other ) (1.6) 

Balance, end of year $15.3 $ 23.1 $20.3 

Whiie the reserve is based upon management's best 
judgment, there is no assurance that further adverse 
developments may not occur due to the variables in- 
herent in the estimation process. 

3. A C Q ~ O N S  
Pwl& oflntmsts 
Effective July 31, 1985, the Company acquired all 
of the voting equity securities of Reed Stenhouse 
Companies Limited (RSC) in exchange for approxi- 
matelv 9.6 million economic eauivalent shares of 
thc ('ompn!'r common \toik ,rcitrc~iir. is mnde to 
Note 9 lix J d c s r p o n  of thc economic q u ~ \ d c n t  
shares). To complete the combination and integrate 
the operations of RSC, certain costs and expenses of 
$20.5 million were incurred in 1985 and are included 
in Other income (expenses) in the Consolidated 
Statements of Income. 

The total number of shares issued in transactions 
accounted for as poolings of interests, excluding the 
RSC acquisition, =gated 0.6 million, 1.5 mil- 
lion and 0.7 million during 1987,1986 and 1985, re- 
spectively. Operating results of these businesses for 
periods prior to their acquisition were not significant; 
as such, prior period information has not been 
restated. 

Pllychases 
On December 31,1987, the Company acquired an 

approximate 75% interest in a previously accounted- 
for equity investment located in the Netherlands for 
approximately $15.3 million. The excess of the pur- 
h s c  price owr rhc propomonm slim ot'rhz net as- 
s'ts quircd \\.as q m n ~ m , ~ t c l y  $9.7 million and 
will beamomzed over periods not exceeding40 years. 

Excluding this acquisition, the cost of businesses 
acquired in transactions accounted for as purchases 
aggregated $9.5 million (induding 0.1 million shares 
of common stock) and $4.5 million (including 0.1 
million shares of common stock) during 1987 and 

1986, respectively. There were no purchases in 1985. 
The excess of the total acquisition costs over the fair 
value of the net assets acquired was $8.9 million and 
$5.1 million, respectively, and is being amortized 
over periods not exceeding 40 years. 

Operating results of these businesses for periods 
prior to their acquisition were not significant. 

4. D~swsrrro~s 
SUbd2anes 
In 1987, the Company sold its domestic under- 
writing management subsidiary, Shand, Morahan & 
Company, Inc. ("Shand") for approximate book 
value of $62.8 million. The proceeds included $11.0 
million cash, net of an intercompany balance of 
$19.5 million, and a deferred payment of $32.3 mil- 
lion plus interest due in 1992. Of the total deferred 
payment, $29.3 million is subject to offset based 
upon the adequacy of the loss reserves and reinsur- 
ance recoverables recorded, as of December 31, 
1986, on the books of Evanston Services Inc., a 52% 
owned insurance underwriting subsidiary of Shand. 

The Company will defer recognizing the related in- 
terest income on the deferred payment in the Con- 
solidated Statements of Income until realization is 
assured. In addition, the Company has agreed to in- 
demnify the purchasers of Shand against certain con- 
tingencies, including the Mutual Fie, Marine and 
Inland Insurance Company contingency described in 
Note 13. There are preliminary indications that there 
may have been some deterioration in loss reserves and 
reinsurance recoverables snbject to offset, the amount 
ofwhich depends upon the interpretations of the 
sales contract. However, the Company believes that 
interest on the deferred pomon of the purchase 
price will be sufficient to meet any required indemni- 
fications and offset. 

In 1987, the Company also sold a Canadian insur- 
ance broking subsidiary for approximately $11.0 
million ofwhich $6.5 million was received at closing. 
The remainder of the purchase price is to be received 
in installments through 1991 and is subject to certain 
indemnifications. A pretax gain of $7.5 million has 
been recognized on the sale. 

During 1985, the Company sold its Lloyd's man- 
agingagency businesses for cash of $23.8 million, 
resulting in a pretax gain of $11.9 million. The sale 
was mandated by United Kingdom law. 



Operating revenues, equity earnings (loss) and 
pre-tax eamings (loss) for these subsidiaries through 
date of sale are as follows: 

Fortbeyam&Dcrnnber31, 1987 1986 1985 
Opera% revenues $31.9 554.4 $69.0 --- 
Equity gamins ( W  2.0 3.4 (1.4) --- 
Income (loss) before tax (0.8) 12.1 19.4 

The pre-tax gains on these divestitures are included 
in Other income (expensa) in the Consolidated 
Statements of Income. 

Othm h e t r  
During 1987, a wholly owned United Kingdom 

subsidiary and a 50% owned French subsidiary sold 
their respective office buildings for cash of approx- 
imately $35.3 million. The pre-tax gains, included in 
Other income (expense), and the after-tax gains on 
these transactions were approximately $15.3 million 
and $11.7 million, respectively. 

5. UN~~NSOL~DATEII <)PEBATIoNs 
The Company's equity in the net operating results 
and net assets of its unconsolidated subsidiaries and 
affiliates is as follows: 

Fatheyam&Dcumbcr31, 1987 1986 1985 
qui ty  in net opetaring results: 

Prrmium fmance (A) $ 9.5 $ 13.1 $ 6.9 
Other unconsolidated 

subsidiaries and 
&iates (B) 8.3 9.7 5.9 ---  
Income More taxes 17.8 22.8 12.8 

Income taxes 7.5 7.8 2.9 - - -  
Net income $10.3 $ 15.0 $ 9.9 

ArofLkmber31, 1987 1986 
Equity in net assets: 

Premium fmance (A) $41.9 5 35.0 
Other unconsolidated 

subsidiaries and 
&ites (B) 48.8 65.3 -- 

$90.7 $100.3 

At December 31,1987, the Company's share of 
the unremitted eamings of unconsolidated opera- 
tions was approximately $31.3 million. 

(A) Pmium Finance 
TIFCO Inc. ("TIFCO"), a wholly owned suhsid- 

iary, is engaged in the fmancing of insurance pre- 

miums for clients of insurance agents and brokers, 
including clients of the Company. Summary f m -  
cial information is as follows: 
Forthe~mndcdDEcentber31, 1987 1986 1985 
Revenues $31.8 5 37.0 $27.0 
E F =  22.3 23.9 20.1 --- 
Income before income mes 9.5 13.1 6.9 
Income taxes 4.2 6.4 3.4 --- 
Net income $ 5.3 $ 6.7 5 3.5 

Ar of lhmbm 31, 1987 1986 
Assets: 

Cash $ (.5) 5 (7.5) 
Receivables 214.2 226.9 
Property and other assets 26.8 27.2 -- 

Liabilities and stodiholder's 
equity: 
Accounts payable 
Notes payable and long-term 

debt 
Other liabilities 
Stodiholder's equity 

During 1987, TIFCO renewed an agxement with a 
fmancid institution to sell, with limited recourse, 
$150.0 million ofinterests in designated pools ofpre- 
mium fmancing notes. Subsequent collections of 
these notes are reinvested in the pool to maintain an 
aggregate outstanding balance of approximately 
$150.0 million, which remained uncollected at De- 
cember 31,1987 and 1986. 

At December 31,1987, TIFCO has committed un- 
secured lines of credit totaling $145.0 million as sup- 
port for its commercial paper program, plus a line of 
credit provided by the Company equal to 25% of 
such outstanding debt. The amount of commercial 
paper outstanding was approximately $125.5 million 
and $133.0 million at December 31,1987 and 1986, 
respectively. 

In August 1985, TIFCO entered into a sale-lease- 
bad transaction with Shand for the purchase of an 
office building. The cost of the office building was 
approximately $23.3 million, ofwhich $20.9 million 
was fmanced with non-recourse mortgage notes. 
The primary lease term is 25 years and, prior to the 
sale of Shand as described in Note 4, was accounted 
for as an operating lease. In connection with the 
sale of Shand, the existing lease agreement was modi- 
fied. The modified terms include a provision 



whereby the new owners ofShand have an option to 
purchase the building at the greater of the outstand- 
ing mortgage balance or the book value of the build- 
ing. After March 1,1995, TIFCO also has the 
option, under the same terms, to require the new 
owner of Shand to purchase the building. 

Under the terms of the amended agreement, the 
lease is now accounted for as a direct fmancing lease. 
The components of the net investment in the lease 
as ofDecember 31,1987 are as follows: 

Future minimum lease payments $ 80.5 
U"guaranteed residual d u e  7.9 
Less: Unearned income (66.0) 

Net investment $22.4 

Minimum lease payments to be received under 
the lease are $2.2 million, $2.3 million, $2.4 million, 
$2.5 million and $2.6 million for the years 1988 
through 1992, respectively. 

(B) Other U m m o ~ t e d  Subdiaries and Afilia~es 
The Company has investments in special purpose 

insurance companies at December 31,1987, includ- 
ing a wholly owned Bermuda insurance company, 
which primarily underwrites fmancing transactions, 
and a wholly owned Vermont captive company. 
Results of operations for the three years ended De- 
cen~ber 31,1987 also indude Evanston Services 
Inc. (see Note 2) and Security National Insurance 
Company (100% owned), both ofwhich were 
sold in 198% Amounts for 1987 include results 
through date of sale for these entities. 

In addition, the Company has equity investments 
of 50% or less in insurance broking companies lo- 
cated worldwide. 

Summary fmancial information is as follows: 
Fol thcprrdDcunrber31,  1987 1986 1985 
Revenues $157.8 $224.1 $110.5 
Expenses 137.7 204.6 108.2 --- 
Income before income taxes 20.1 19.5 2.3 
Income axes 5.5 4.1 1.8 --- 
Net income S 14.6 $ 15.4 5 .5 

Cash and investmenn $173.2 $434.8 
Receivables 76.1 149.4 
Property and other assets 17.4 41.3 

$266.7 $625.5 -- 
Liabilities and stoc!&olders' 

equity: 
Claim liabilities 
Accounts payable 129.2 153.8 
Notes payable 3.3 42.2 
Other liabilities 10.1 20.6 
Stockholden' equity 80.3 109.5 -- 

$266.7 $625.5 

Under the recently issued Statement of Financial 
Accounting Standards No. 94, "Consolidation of 
All Majority-Owned Subsidiaries," the Company will 
be required to consolidate all majority-owned sub- 
sidiaries in 1988. The various implementation issues 
associated with this Statement will be evaluated 
duting 1988; however, it is not anticipated to have 
any adverse impact to the Company. 

6. INCOME TAXFS 
The components of income from continuing opera- 
tions before income taxes are as follows: 

&th~p?mndazDcunrber31, 1987 1986 1985 
United Sates S 66.9 5 86.4 $49.1 
Foreign 

The components of the provision for income taxes 
on continuing operations are as follows: 

F a t h e p m d D a n n b c r 3 1 ,  1987 1986 1985 
Federal: 

Current $12.2 $41.4 $18.9 
Deferred 14.4 1.7 8.7 

State and lo& 
Current 5.7 8.6 1.5 
Deferred (0.2) (1.8) 1.4 

Fore*: 
Current 27.4 26.0 17.7 
Deferred 2.5 4.2 4.0 - -- 

The Company fdes a U S .  federal consolidated tax 
return which includes the losses of its U.S. discon- 
tinued operations. The current federal provision rec- 
ognizes the amounts payable to the discontinued 
operations for the tax benefits relating to such losses. 
Similar arrangemenm existed to recognize the tax 
benefits relating to the losses incurred in 1985 for the 
United Kingdom discontinued operations (see 
Note 2). 

The components of the deferred income tax 
provision on continuing operations are as follows: 

FolthepmdDecember31, 1987 1986 1985 
Excess o f m  over book 

depreciation $ 2.2 $ 3.1 $ 3.1 
leases (3.2) 1.6 15.5 

Finand acuuals not currently 
deductible 0.4 (17.4) (4.2) 

Alexander Howden loss 
deduction (see below) - 41.6 - 

Net opera~glmlossd other tax 
credit mqfo~wards 17.4 (25.1) - 

Other (0.1) 0.3 (0.3) - 
$16.7 $ 4.1 $14.1 



A reconciliation ofthe tax provision and the 
amount computed by applying the U.S. Federal In- 
come tax rate of 40% in 1987 and 46% in 1986 
and 1985 to income from continuing operations 
before income taxes is as follows: 

&rthcy~mrendaiDrmnbe,31, 1987 1986 1985 
Computed "expected" tax 

expense $54.8 $67.5 $44.6 
State and local income taxes-net 

of federal incomc tax 3.4 3.7 2.7 
Foreign statutory rates under 

US. Federal statutoy rate (0.6) (1.4) (2.5) 
Benefit ofiicome taxed at capital 

gains rates (3.8) (0.2) (6.2) 
Subsidiaries' loses receiving no 

a n t  tax benefit 1.7 2.0 0.6 
Tax credits (0.5) (0.5) (1.9) 

Adjustment to prior 
estimated tax orovisions 1.5 4.4 3.0 

Other, net 
Total tax provision 

During the years 1982,1986 and 1987, tax deduc- 
tions totalling $132.8 million, net of estimated 
recoveries, were claimed by the Company for a loss 
sustained in connection with the acquisition of 
Alexander Howden. The $61.1 million in tax bene- 
fits associated with these tax deductions are re- 
flected in the deferred income tax balances in the 
Consolidated Balance Sheets and will not be recog- 
nized for income statement purposes until realization 
is reasonably assured. In a Revenue Agent's Report 
anticipated in connection with the audit of the Com- 
pany's 1982 tax returns, the Internal Revenue Setvice 
(IRS) will disallow the $43.1 million tax deduction 
which was claimed in 1982. The Company is in the 
process of preparing an appeal of this determination 
to the Appellate Division of the IRS. It is the Com- 
pany's opinion that the amounts not yet recognized 
for income statement purposes are sufficient to cover 
any potential liabity arising out of this issue. 

In 1983 and 1984, $23.9 million in tax deductions 
were claimed by the Company in connection with 
payments, to an unrelated third party, for an indem- 
nification policy @st the potential adverse effects 
on the Company from losses arising out of certain 
undenniting exposures. The related tax benefit of 
$11.4 million was recognized in the Company's 
1983 income statement. In connemon with the cur- 
rent examination ofthe Company's 1983 through 
1985 income tax returns, these deductions will be re- 
viewed by the IRS; however, the Company believes it 
will be successful in sustaining these deductions. 

The extraordinary credit of $3.5 million in 1987 
and $0.6 million in 1986 represents the realization of 
tax benefits resulting from the utilization of approxi- 

mately $8.7 million and $1.2 million, respectively, of 
net openting loss carryforwards attributable to the 
US.  operations of RSC prior to the merger. At De- 
cember 31,1987, the Company had, for financial 
reporting purposes, a net operating loss carryforward 
relating to these operations of approximately $10.8 
million which will expire in the years 1993 to 199% 

At December 31,1987, the net undistributed 
e a m h  of consolidated and uncomlidated foreim " u 

subsidiaries aggregated approximately $171.4 mil- 
lion. Since these earnings are considered permanently 
invested, there is no provision for additional US.  
income taxes which might result upon distribution of 
such earnings; however, foreign tax credits could be 
available to offset part or all of the US.  income taxes 
which would be incurred. 

Under the recently issued Statement of Financial 
Accounting Standards No. 96, Accounting for In- 
come Taxes, the Company will be required to adjust 
its balance sheet tax liabilities to the liability method 
of reporting instead of the deferred method no 
later than 1989. Under this newly prescribed method, 
hture tax liabilities are required to be adjusted in a 
current period to reflect changes in income tax rates. 
The Company has not yet completed all of the 
complex analyses required to estimate the impact of 
the new Statement and has not yet decided whether 
it will implement before 1989 or restate any prior 
periods. However, the adoption of the Statement is 
presently not expected to have an adverse impact 
on the Company's financial position. 

7. SHOBT-TWMI)~BT 
Consolidated short-term debt consists of the 
following: 

IlsofDaarber31, 

Commercial moer 
Notes pyabie to banks 20.2 - 
Current portion of long-term debt (Note 8) 10.6 5.1 - -  

65.6 15.0 
Less short-term debt redassified as 

long-term (Note 8) 



Information with respect to short-ternborrowing 
activity is as foUows: 

Ar ofDzm& 31, 1987 1986 1985 
Commercial paper: 

Balance at yea end 
We@ted average interest 

m e  
Maximum outstanding 
Average outstandmg 
Weighted average interest 
m e  during the year 

Notes payable to banks: 
Balance at year end 
Weighted average interest 

rare 
Maxinium outscanding 
Average outstanding 
Weibted averaee interest 

The maximum outstanding above reflects the maxi- 
mum amount of each category outstanding at any 
month end. The maximum -gate short-term debt 
outstanding at any month end was $56.1 million, 
$75.1 million and $84.6 million in 1987,1986 and 
1985, respectively. 

In addition to the $50 million uedit facility de- 
scribed in Note 8(B), the Company has committed 
unsecured lines of credit totaling $91.3 million as sup- 
port fbr outstanding commercial paper of which 
$46.6 million was unused as of December 31,1987 
The lines may be drawn as needed with interest at 
market rates and carry an annual commitment fee of 
nogreater than '14% of the line. In addition, the 
Company has approximately $41.7 million in unused 
bank lines of credit, subject to bank approval for each 
drawing, which are available for general corporate 
PU'pOSeS. 

8. L O N G T B ~ M D ~  
Long-term debt outstanding is as fouows: 

A s o f ~ 3 1 ,  1987 1986 
11% Convertible subordinated 

debentures (A) $ 67.6 $ 74.4 
Long-term credit agcement (B) 50.0 9.9 
Term bank loan (C) 5.3 5.0 
Oblyation under capital lease (D) 25.4 - 
Other 12.5 13.7 -- 

160.8 103.0 
Less current pomon (Note 7) 10.6 , 5.1 -- 

$150.2 $ 97.9 

The principal pomon of payments required during 
the next five years excluding the obligation under 
capital lease and the reclassification of the long-term 
uedit agreement is $9.6 million in 1988, $3.9 mil- 
lion in 1989, $1.7 million in 1990, $1.1 million in 
1991, and $0.9 million in 1992. 

(A) 11 % Clmwtible Subonlinated Debent~res 
The debentures are unsecured subordinated oblig- 

tions maturing April 15,2007. The debentures were 
issued in connection with the acquisition ofAlex- 
ander Howden under an Indenture agreement dated 
February 1,1982 and are convertible into common 
shares at $39 per share, subject to adjustment under 
certain conditions and to prior redemption. During 
the fourth quarter of 1987, the Company made open 
market purchases of $6.8 million principal amount 
of the debentures at a cost of $6.9 million. The re- 
maining debentures are redeemable any time, at the 
Company's option, at 10733% of par value prior to 
April 15,1988 and at dedinmg prices thereafter until 
April 15,1997 Commencing April 15,1992, five 
percent of the aggregate prindpal amount outstand- 
ingas of October 15,1991 must be redeemed at 
the principal amount through the operation of a 
mandatory sinking fund. 

(B) *-Em CredtA@wm€xt 
The Company has a five-year, $50 million credit 

agreement with a bank which expires in June 1989. 
The agreement, as amended effective May 6,1987, 
contains various resmctions including limits on mini- 
mum net worth, maximum consolidated debt, mini- 
mum interest coverage and minimum consolidated 
cash flow h m  continuing operations. The Company 
has the option to select domestic or Eurocurrency 
borrowings priced at a spread over the appropriate in- 
dex. The Company has not borrowed under this 
ageement. 

In the event short-term borrowings cannot be 
made advantageously, the Company intends to use 
this facility to refmance a portion of its short-term 
borrowings on a long-term basis. Accordingly, $50.0 
million and $9.9 million ofshort-term debt has been 
reclassified as long-term debt at December 31, 1987 
and 1986, respectively. 



(C) Tmn Banb Lmn 
The Term Bank Loan is an unsecured obligation of 

RSC. This borrowing is payable in Canadian dollars 
at 114% below the Canadian Bank Prime Rate (9.2% at 
December 31,1987). The Company intends to 
replace the borrowing with a new three-year credit 
ageement of up to Canadian $15.0 million. 

(D) Oblption Under Capital h e  
Effective December 31,1987, a 50% owned French 

subsidiary entered into a lease agreement for office 
facilities which is classified as a capital lease. F u m  
minimum lem payment obhgations as of December 
31,1987 are as follows: 

Thereafter 43.5 - 
Toral minimum leasc payments 54.4 
Less amounts representing interest - 29.0 
kesent value of minimum lease navments 25.4 
Less current poldon ofobhgatidn ;ndercapital lease 1.0 
Long-term obligation under capital lease $24.4 

9. COMMON AND PBEPgRagD STOCK 
Commmz Srock 
In connection with the RSC merger in 1985, the 
Company issued two new dasses of voting equity se- 
curities, Class A and Class C shares, with voting 
rights equal to the Company's Common Stock. As- 
sociated with each such share is a dividend paying 
share issued by a Canadian (RSC Class 1 Share) or a 
United Kingdom (AAE Dividend Share) subsidiary, 
which pays dividends in Canadian dollars and sterling, 
respectively, equivalent to the dividends paid on 
shares ofcommon stock. Holders of these securities, 
therefore, hold the economic equivalent of shares 
of common stock. Each Class A Share (together with 
an RSC Class 1 Share) and Class C Share (together 
with an AAE Dividend Share) may he exchanged at 
any time for a share of common stock. 

In September 1985,1,750,000 economic equiv- 
alent shares were issued in a private placement in 
Canada to a group of Canadian institutions. The of- 
fering was made pursuant to certain private exemp- 
tions contained in Canadian provincial securities 
legislation. 

At December 31,1987, the Company had 2.9 
million shares of common stock resewed for issuance 
under employee stock option plans, 0.2 shares re- 
served for contingent issuance under business pur- 
chase agreements, 1.7 d o n  shares resewed for 
issuance in the event of conversion of the 11% con- 
vertible subordinated debentures and 4.1 million 
shares resewed for issuance upon redemption or con- 
version of the Class A and Class C common shares. 

DioldendResrrich 
No dividends may be dedared and paid on the 

Company's common stock unless an equivalent 
amount per share is dedared and paid on the eco- 
nomic equivalent shares. Accordingly, the Com- 
pany's ability to pay dividends is limited by the 
amounts available to the Canadian and U.K. subsid- 
iaries for such purposes. These amounts approximate 
Canadian $40.8 million or $31.3 million, assum- 
ing certain solvency tests are met undet Canadian law, 
and sterlingf34.8 million or $65.5 million, respec- 
tively, at December 31,1987 In the event sufficient 
earnings are not available in Canada or the United 
Kingdom to declare dividends, the Company's legal 
structure allows it to make earnings or capital avail- 
able in those countries to pay dividends. 

Pnif"ed Smck and Rehted %hts 
The Company's preferred stock can be issued in 

one or more series with tidl or limited voting rights, 
with the rights ofeach series to be determined by 
the board of directors before each issuance. 

On June 11,1987, the board of directors adopted 
a resolution authorizing a series of preferred stock, 
Series A Junior Participating Preferred Stock ("Pre- 
ferred Shares"), $1.00 par value per share. At the 
same time, a dividend of one preferred share purchase 
right ("Wt") was declared for each outstanding 
share of common stock and each common stock 
equivalent. Each subsequently issued share will also 
cany such a Right. Each Right entitles the holder 
thereof to buy one one-hundreth of a Preferred Share 
at a price of $85. The Rights will become exercisable 
only if a person or group acquires 20% or more of the 
Company's voting shares or announces a tender 



or exchange offer for 30% or more of such voting 
shares. If the Company is subsequently acquired, 
each Rght will entitle its holder to pnrchase, at the 
then-current exercise price, stock of the surviving 
company having a market value of twice the exercise 
price of each Right. The Rights, which expire on 
July 6,1997, are redeemable by action of the board of 
directors prior to becoming exercisable at a re- 
demption price of$.01 per Right. 

T m ' y  Stock 
In October 1987, the board of directors authorized 

and the Company thereafter purchased one million 
shares of the Company's common stock. The shares 
were purchased in the open market and will only be 
used to meet short-term obligations under various 
employee stock option and benefit plans as well as to 
satisfy deferred payment commitments for previously 
acquired companies. In Febnmy 1988, the board 
of directors authorized the purchase of up to an addi- 
tional two million shares, depending upon market 
price and conditions. 

10. S m c ~  OPTION AND  IN^ PLANS 
The Company's Long-Term Compensation Program, 
adopted in 1982, consists ofthree independent plans 
as follows: 

The 1982 *Employe Smk Option Plan provides 
for the granting of incentive stock options and 
non-qualified options to offkers and key employees 
for a maximum of 2,325,000 shares of the Com- 
pany's common stock. These options may be granted 
at not less than fair market value of the common 
stock on the date of grant and become exercisable as 
specified at date ofgrant. In May 1987, the share- 
holders of the Company approved amendments to 
the plan including an increase in the number of 
shares authorized for issuance from 1,175,000 shares 
to 2,100,000 shares plus 225,000 shares previously 
resewed for issuance under the 1982 Executive Per- 
formance Bonus Plan and the authorization to grant 
stock appreciation iights in conjunction with non- 
quditi&i options. Inccntwc stock options expin. ten 
\,ear; from thc d ~ t e  d q m t  while rhc 1987 amend- 

stock options in 1986, other than the inside directors 
of the Company, to participate in an exchange and 
conversion program whereby such 1986 options were 
cancelled in exchange for new non-qualified options 
covering a lesser number of shares at a lower option 
price. These new options will become exercisable in 
full one year from the date of the new grant. As a 
condition of the exchange, the partiapants were re- 
quired to agree to the conversion o f d  unexercised 
incentive stock options granted from 1982 through 
1985 into non-qualified options. At December 31, 
1987, there were 428,307 shares (option price of 
$38.625) surrendered in exchange for 215,340 shares 
at an option price of $1775 per share. In addition, 
362,100 shares were converted from incentive stock 
options to nonqualified options. 

The 1982 Ikcutioe P..fwMance Bonu Plan pro- 
vides for the granting of performance awards based 
upon certain performance criteria as determined by 
the Compensation Committee of the board. In 
1986 and 1985, approximately $1.8 d o n  and $1.4 
million, respectively, was provided for awards of 
which approximately $1.5 d o n  was paid in 198% 
Payment of the remaining balance has been deferred 
to future years. No awards were granted in 198% 

The 1982 Key Emp& Restriapd Stock A d  
Plan provides for the granting of shares of the Com- 
pany's common stock subject to various restrictions 
which limit the sale or other aansfer of the shares un- 
dl the expiration of a specitied time period. The 
shares are subject to forfeiture if the participant does 
not remain in the employ of the Company through- 
out the restricted period. A maximum of 325,000 
shares mav be issued under the olan. There were 
96,367 shares, 51,616 shares and 60,195 shares 
awarded during 1987,1986 and 1985, respectively. 

In 1982, thelong-~erm Capital A c ~ u l a t i o n ~  
Program was replaced by the Long-Term Compensa- 
tion Program described above with all options, total- 
ing 733,932 shares, and awards remaining in effect. 
The options are !idly exercisable and expire ten years 
from grant date. 

ment to the plan prov&s for the extension of the ex- 
ercise period for non-qualified options granted after 
December 31,1986 to ten years and one day from 
date of grant. 

In November 1987, the board of directors ap- 
proved an invitation to employees who received 



Option transactions under the programs were as 
follows: 

Option Price 
Number of Per Share 

Sham 
0utstandine. 
January 13985 1,063,775 $17,06432.88 
Granted 205,270 24.50- 28.88 
Exerdsed 148.926) 17.06 23.19 
~an~eued ( ~ ; i 6 3 j  

Outstandmg, 
December 31,1985 1,175,956 $17.0&$32.88 
Granted 553.257 38.63 
Exeerdscd 
Cancelled 

Outsandine. 
DecemkY31,1986 1,546,586 $17.75438.63 
Granted 956,600 17.75- 25.38 
Exercised (48,344) 17.75- 24.50 
Cancelled (513,W 

~- 

Outstanding, 
December 31,1987 1,941,602 $17.75438.63 

The following table sets forth the funded status 
and amounts recognized in the Company's Consoli- 
dated Balance Sheet as of December 31: 

1987 1986 
Vested benefit obligation $ 103.4 $ 100.2 - -  
Accumulated benefit obbgation $ 115.3 $ 112.1 - -  
Projected benefit obligation $(153.4) S(167.1) 
Plan a s a s  at fair market value 200.1 196.2 - -  
Excess of plan assets over projected 

benefit ~ b l y t m ~  . 46.7 29.1 
Unremgnize net (gm) loss (13.6) 14.4 
Unrecognized plior sewice cost 3.1 - 
Unrecognized net assets being 

amortized over 16 years - (40.3) (43.2) 
(Accrued)kpaid pension cost $ (4.1) $ 0.3 
Assumed discount rate 9.50% 8.00% 
Assumed rate of compensation 

increae 6.00% 7.00% 
Expected rate of return on plan 

assets 10.75% 10.75% 

At December 31,1987 approximately 48% of plan 
The number of options exercisable at December 31, assets are invested in equity securities and 52% in cash 1987,1986 and 1985 were 856,463, 759,811 and equivalents or debt securities. 

719,209, respectively. IntemathaI Plans 

11. EMPU)PBES9 EANs AND BBNEZTIS 
Pewion P h  
The Company has conmbutoty and non-conmbu- 
tory defined benefit pension plans covering substan- 
tially all domestic and international employees. The 
plans generally pmvide pension benefits that are based 
on the employee's years of service and compensation 
prior to retirement. In general, it is the Company's 
policy to fund these plans consistent with laws and 
regulations of the respective taxing jurisdictions in 
which the Company operates. An overfunding exists 
in the United States' largest plan. As a result, the 
Company will not make any conmbutions to this 
plan until the overfunding is substantially reduced. 

Unirpd Srarer Plans 
Effective January 1,1985, the Company adopted 

Statement of Financial Accounting Standards No. 87 
b r  its United States pension plans. For these plans, 
net periodic pension provision (credit) is summarized 
as follows: 

1987 1986 1985 
Smite cost S 15.3 $ 10.4 $ 7-11 . . -~ - 

Interst cost 13.4 10.8 ' 9.3 
Actual return on plan assets (10.9) (26.4) (38.1) 
Net amortization and deferral (13.8) 5.6 20.5 --- 

International pension expense totaled $16.1 mil- 
lion in 1987, $13.2 d o n  in 1986 and $9.5 million 
in 1985. As of their latest actuarial valuation dates, 
the Company's foreign pension plans have approui- 
mately $201.8 million of pension fund assets 
compared with $170.7 million ofestimated vested 
benefits payable. 
Thrift Plans 
The Company maintains thrift plans for most U.S. 

and Canadian employees. Under the thrift plan, 
ebb le  employees may conmbute amounts through 
payroll deduction, supplemented by Company 
conmbutions, for invesments in various funds estab- 
lished by the plan. The cost of these plans was 
$6.7 million (including 0.2 d o n  shares of com- 
mon stock valued at $5.0 million) in 1987, $7.3 
million (including 0.2 million shares of common stock 
valued at $6.2 d o n )  in 1986, and $5.8 million 
(including 0.2 million shares of common stock val- 
uedat $4.9 million) in 1985. 

Net periodic pension provision 
( d t )  $ 4.0 $ 0.4 $ (0.5) 



P&Reh'rementBenejits 
Substantially all of the Company's United States 

employees, and employees in certain foreign coun- 
tries, may become eligible for certain health care (up 
to age 65 in the United States) and life insurance 
benefits if they reach normal retirement age whiie 
working for the Company. The cost of providing 
those benefits for 1,600 retirees is not separable from 
the cost of providing benefits for the 14,800 active 
employees. The total cost of these benefits for both 
active and retired employees was $28.9 million 
in 1987, $23.0 million in 1986 and $19.8 million in 
1985. 

Dejwed Compenratia Phn 
In 1985, the Company established a deferred wm- 

pensation plan which permitted certain of its key 
officers and employees to defer a portion of their in- 
centive compensation in each of the succeeding four 
years. In 1986, the plan was amended to pennit a sin- 
gle election to defer, in 19887, all remaining amounts 
deferrable under the plan. The deferred compensation 
is being accrued over the period of active employ- 
ment on a present value basis. To fund these plans, 
the Comoanv has ~urchased whole-life insurance 

$82.8 million, $69.0 million and $54.4 million for 
the three years ended December 31,1987,1986 and 
1985, respectively. 
mcr comm'tments 
The Company has guaranteed certain borrowings 

and letters of credit, issued comfort letters in connec- 
tion with keepwell agreements and has otherwise 
agreed to reimburse the payment of certain other as- 
serted or unasserted liabiities of consolidated and 
unconsolidated subsidiaries. While these assurances 
and guarantees may expose the Company to fman- 
cial consequences, it is management's opinion that 
any adverse effects will not be material to the Com- 
pany's fmandal condition. 

13. C~NTINGBNTLLABIL~~IES 
Following the acquisition of Alemder Howden in 
January 1982, certain claims, relating primarily to the 
placement of reinsurance by Alexander Howden sub- 
sidiaries and questionable broking and underwriting 
practices of former Alexander Howden off~cials and 
others, have been or may be asserted. In particular, 
claims were made on behalfof members of Lloyd's 
syndicates formerly managed by PCW Underwriting 
Aeencies Ltd. and WMD Undenvriting Aeencies 

. a  L 

on each partidpant's life. The Company's obligation 
under the plan, $8.6 million and $3.4 million at o u u  

December 31,1987 and 1986, respectively, is included Ltd. arising &om services performed through Alexan- 
in Other Long-term Liabilities in the Consolidated der Howden subsidiaries, prior to the Company's ac- 
Balance Sheet. quisition of Alexander Howden, with respect to the 

placement of reinsurance on behalfof these syndi- 
cates. A settlement offer by Lloyd's to the syndicates' 

12. C o m ~ m x l  members to settle all claims outstanding became un- 
h e  Commitments conditional on June 19,1987 The Company's con- 
The Company leases property and equipment under tribution to the Lloyd's offer has been charged 
non-cancellable operating lease wements  which against the recovery i?om the former auditors of Al- 
expire at various dates through 2518. exander Howden Ad, consequently, had no effect 

Future minimum annual rentals under non-cancel- on operating results (see Note 14). The Company 
lable leases are as follows: does not expect any further material adverse effect as 

a result of any potential daims which may be asserted 
O p e 2  by those syndicate members who have not accepted 

1988 $ 71.5 the Lloyd's offer. 
1989 67.6 Claims have been or may be asserted against the 
1990 60.6 Company and certain of its subsidiaries alleging, 
1991 55.4 
1992 50.4 
Thereafter 272.5 
Total minimum lease payments $578.0 

Rent expense for office space, which includes 
property taxes and certain other costs, amounted to 



among other things, that certain Alexander Howden ment by Mutual Fire of daims payments advanced 
subsidiaries accepted, on behalf of certain insurance on its behalf. Other claims have been or may be as- 
companies, insurance or reinsurance at premium lev- serted by other afkcted part~es, including insureds of 
els not commensurate with the level of underwriting Mutual Fie. The Company has agreed to indemnify 
risks assumed and retroceded or reinsured those the purchasers of Shand with respect to this 
risks with fmancially unsound reinsurance companies. contingency. 
In two pending actions, p h d m  allege compensa- These contingent liabilities involve significant 
tory and punitive damages based on claims arising amounts, and whiie it is not possible to predict with 
from common law fraud, breach of contract and neg- certainty the outcome of such contingent liabilities, 
ligence, and treble damages totaling $69 d o n  
based on claims under the Radreteer Influenced and 
Cormpt Organizations Act. Related actions contain 
a variety of allegations, including neghgence, unfair 
and deceptive prxtices, bad faith and fraud and tre- 
ble damages. Management of the Company believes 
that there are valid defenses to all claims that have 
been made with respect to these activities. The Com- 
pany is vigorously defending the pending actions. 

The Company and its subsidiaries are also subject 
to various claims and lawsuits from both private and 
governmental parries in the ordinary course of busi- 
ness, consisting principally of alleged errors and omis- 
sions in connection with the placement of insurance 
and in rendering consuldng services. In some of these 
cases, the remedies that may be sought or the dam- 
ages claimed are substantial. Additionally, the Com- 
pany and its subsidiaries are subject to the risk of 
losses resulting &om the potential uncoUectibility of 
insurance and reinsurance balances and claims ad- 
vances made on behalfof dents. 

Shand and its subsidiaries, prior to the sale as de- 
scribed in Note 4, advanced claim payments and 
placed insurance and reinsurance with and on behalf 
of The Mutual Fire, Marine and Mand Insurance 
Company ("Mutual Fire"). Mutual Fire was placed 
in rehabilitation in December 1986; a Plan of Reha- 
bilitation was approved by the Commonwealth 
Court of Pennsylvania on June 26,1987 The rehahi- 
litator is required to determine the viability of that 
plan and to report to the court on its implementation 
not later than April 30, 1988. It is not possible to 
predict with certainty whether Mutual Fie will be 
s u c d y  rehabilitated or whether it will eventually 
be placed in liquidation. In the event of a liquidation 
of Mutual Fire, a liquidator may challenge Shand and 
its subsidiaries concerning the amount of reinsurance 
owed to or paid by Mutual Fire and the reimburse- 

their coverage under the Company's professional lia- 
bility insurance poliaes, or their fmancial impact 
on the Company, management presently believes that 
such impact will not be material to the Company's 
fmancial condition. 

14. LITIGATION S E ~ & M B N T  
In November 1986, the Company settled its lawsuit, 
which commenced in 1983, against certain former 
auditors of Alexander Howden. The terms of the set- 
tlement included the payment of $24.0 million to 
the Company. Recognition of this recovery in the 
Consolidated Statements of Income has been deferred 
pending fmal resolution of specific loss contingencies 
arisimg out of the Alexander Howdeu acquisition 
which were known at the date of the settlement. The 
amount of the recovery is included in other long- 
term liabilities in the Company's Consolidated Bal- 
ance Sheet. 

As described in Note 13, the Company's after-tax 
contribution to the settlement offered to mem- 
bers of Lloyd's syndicates formerly managed by PCW 
Undenvriting Agenaes Ltd. has been charged against 
this recovery and, accordingly, the amount deferred 
has been reduced to approximately $22.4 million. 

15. B ~ S E G n a w r r s  
Segment information is provided for the Company's 
two reportable sepents, Insurance Services 
and Human Resource Management Consulting. 

Insurance Services includes a broad range of 



insurance brokerage services such as negotiating and 
placing casualty, property and marine insurance, 
wholesale and reinsurance brokerage, risk analysis and 
management and self-insurance services. 

Human Resource Management Consulting includes 
a variety of services such as actuarial and adminism- 
tive services for pension, compensation and benefit 

1987 
I n s m e  services 
Human resource management consulting 
Other business 
Equity in unconsolidated operadons 
General corporate 
Assets held for disposal 

1986 
I n s m c e  sewices 
Human murce  management consulting 
Other business 
Equity in unconsolidated operations 
General corporate 
Assets held for disposal 

1985 
Insumce sewices 
Human murce  management consulting 
Other business 
Equity in unconsolidated operations 
General corporate 
Assets held for disposd 

Geographical areas: 
1987 
United States 
United Kingdom 
Canada, ptinapally RSC 
Other counmes 
Eqnity in unconsolidated operations 
General corporate 
Assets held for disposal 

1986 
United states 
United Kingdom 
Canada, principally RSC 
Other counbies 
Equity in unconsolidated operations 
General corporate 
Assets held for disposal 

1985 
United States 
United -om 
Canada, principally RSC 
Other corn& 
Equity in unconsolidated operations 
General corporate 
Assets held for disposal 

opera* 
Revenue 

$ 974.5 
121.0 
23.2 
- 
- 

- 
- 

$1,118.7 - 
$ 943.3 

105.3 
19.6 
- 
- 

- - 
$1,068.2 - 
$ 805.8 

88.2 
19.6 
- 
- 
- - 

$ 913.6 

Revenue 

$ 748.0 
160.8 
117.6 
92.3 
- 
- 
- 
- 
$1,118.7 - 
$ 728.4 

145.0 
116.1 
78.7 
- 
- 
- 
- 

$1,068.2 - 

$ 628.6 
119.7 
98.5 
66.8 
- 
- 
- 
- 

plans, employee commnnications consldting, man- 
agement consulting and association marketing. 

The following tables present information about 
the Company's operations by business segment and 
geographical areas for each of the three years in the 
period ended December 31,1987: 

Opelilung Identifiable 
Income Assets 

Depredation 
and Capital 

Amomzation Fxpenditures 

Income 
Before Taes 

$ 97.1 
26.8 
18.9 
14.4 
17.8 

(38.1) 
- 
- 
$136.9 - 
$110.9 

21.9 
21.4 
6.6 

22.8 
(36.9) 
- 
- 

$146.7 - 

$ 74.4 
25.5 
2.8 
9.2 

12.8 
(27.8) 

Identiiiable 
Assets 



16. QUARTBB~~ ~ A N C U I .  D m  (UNAUDITED) 
Quarterly 0peI'adng results for 1987 and 1986 are 
summarized below (in millions, except per share 
data). 

Income from 

Year 

1986 
1st 
2nd 
3rd 
4th 

Year 

$ 249.8 $ 28.9 $22.1 522.1 
269.2 37.3 22.7 19.6 (a) 
267.4 31.1 15.7 (.9) 
281.8 12.5 6.1 2.4 (a) - - - - 

$1,068.2 $109.8 $66.6 $43.2 

Per Share of Common Stock 

Income from 
Continuing Net Income 

Quarters Operations (LQSS) Dividends H i @ )  Low(b) 

Year 

1986 
la 
2nd 

5 1 . 5  - $1.62 (c) - $1.00 - 

-~~ 

3rd .38 (.02) ' ' .25 4231s 34718 
4th .I5 6 (4 - .25 38 25'1s - 

Year $1.62 $1.05 (c) $1.00 

(a) An extraordinary credit of $4.3 million was recorded in the second quarter of 1986 represenhg the udlization of net operat- 
inglms Car?rfowards. As a mult of an additional tax deduction that was claimed for 1986 (see Note 6) only $0.6 million was 
recognized m 1986, resulting in a $3.7 million exmordinary charge in the fourth quarter of 1986. 

(b) Sales prices on the New Yo* Stock Exchange. 
(c) Not equal to the sum of the quanen. 



Alexander & Alexander Inc. 

Alexander & Alexander 
International Inc. 

Alexander Consuldng Group Inc. 

Alexander Howden Gmup Limited 

Alcxandcr Howden North 
America, Inc. 

Risk Management Senices Group 

Thomas A. Greene & 
Company, Inc. 

TIFCO Inc. 

ALEXANDER & ALEXANDER 
SERYICU; INC. 

John A. Bopdus, Jr.* ('I 
ChaimtaM of the Bmnl 

Tinsley H. Iwin ''I 
Pr&ht 
Ch.fErecu& Oj@r 
Chakman, EwuEwemtive Committee 
James D, k",, * (11 (2) (3) (41 

Dr. Kenneth Black, JC.* '')(2)(31 " 
&ma'Pmf.mofIwmnce 
GmpSmaUn&-+ 

Bobby J. Cline 
Senior vice Prerident 

John B. Devine * 
Senior vice Prerident 

David C. French * 
Senior vice President 

W. Do+ H. Gardiner (')i3)'41 

Fwm, vice Cha6?nan 
~ B a n b o f G m d a  
Angus M, M, Grossan 0) '2' (4) 

Mm&wL%mm 
Noble Gmrwvt Limited 

Cedric G. E. Gyles * 
Senior vice P,m&u 

Ronald A. Iles 
Senior vice* 

I R E C T O R S ,  C O  
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James A. McCormidr * 
Senior vice Prerident 

"incent R, M b  '1) (" (3) '4 

John C. Sienkiewicz 
hior vice f'midkt 

Kenneth W. S. Souby * 
Farmer Chakman ofthe Bmrd 

Michael K. White ('I 

J?kea&vicePr&ht 

Wiiam M. Wilson ('I 

Erenrrmevice* 

Peter M. Densen 
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~ . f o f S @ l T  

James B. M a r t  III 
Vicefnridne T m r e r  

Jaync D. Maas 
vice President s 
L % m m o f w  

Dr. Robert H. Moore 
Senior vice Prerident 
Caporate&& 

Mark E. OleM 
vice** CamUer 
ChrcfAcun*ntrntrw Oj@r 

Dan R. Osterhout 
Senior vice* 
James Y. Padding 
Senior vice* 
Ronald J. RoesjIer 
Vice PrerLlent tB General Gum1 

Paul E. Rohner 
SaiorViceP%&tes 
ChqFimiz l  * 
Harry L. Shuford 
vice Prerident 

Thomas Soper I11 
vice * 
Human Rennnur 

Frank R. Wieczynslu 
s==w 

I R P O R A T E  O F F  

O P E R A T I N G  U 

Tinsley H. Iwin 
ChafrmM * e Ch.fEwu& * 

A,'ewvlder6A,'ewvlderSemicerInc. 

Michael K. White 
Deputy C h h n  

Chaimm s CbqErecutme 0&7 
Aknder  e? A,'ewvlder Iw. 

WiUiam M. Wilson 
*ty Chafnnan 

ChafrmM 6- Ch.fXwc&e Oj@r 
A,'ewvlder&Aknder 
Inamatirmallnc. 

Bobby J. Cline 
Dimq ClrentsInd"ry&lacimv 
A,'ewvlder & Aknder  lnc. 

Angel0 M. D'Alessandro 
President ta C h k f k C m e  Oj@r 
A* cG?uu% Cmup Inc. 

Peter M. Dellsen 
Senior vice President 
Ch.fofSmff 

Ronald W. F o m t  
Mmq&.gL%mms 
ChiefErecutive* 
A,'ewvlder S m h m  Limited 

Thomas A. Greene 
Pr&ht 
T h m A .  GrPene&Compz~Inc. 

Luther T G f i t h  
C h . f k &  * 
Rik Ma?qpmmtSemicer Gmup 

James S .  Honick 
f'midkt e Ch.fErecu& C j k r  
Reni Stenhoure Limited 

Ronald A. Iles 
Ch.fEwu& Oj@r 
AlwanderHomdenReinnrmnce 
Bmberr Limited 

Dennis L. Mahoney 
Ch.fkutive* 
Aknder  Hmrden Limited 

James A. McCormick 
P%ridentsCh.fopRatiy* 
Al'euzndrr &Alema& Inc. 

Lloyd E. Mills 
&pmzLCh.fJ?kea& G j k  
A&mh c3 New Zahd 
Alehzznder&A,'wande, 
InamatirmalInc. 

Paul E. Rohna 
Senior vice Prerident 
C h . f w *  

C E R S ,  
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ALEXANDER& ALU(ANDm INC. 

Michael K. White t 
Chakman 
c h q k &  Oj@r 

James A. McCormick t 
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ch.f-* 
William D. M e r  
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Gerald M. Brown 
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Donald Cleveland * s Ch.fopRatiw 0&7 
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Semicer Inc. 
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Benjamin P. Gill, Jr. 
Gaeral Gum1 

Michael J. Gill 
CmthoUer 

Luther T Gfith 
Ch.fErecu& 0&7 
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Thomas G. Hardy, Jr. 
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Horace H. Holcomb I11 
Dimq IMPACT 

Tinsley H. h n  
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Buddy L. Kenneda * 
S W  

Giles H. Madray, Jr. t 
Dimq AdminLmatioe Opemnrmr 

John A. Malasky t 
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Men J. McDowell 
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C h h  
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ALFXANDER & ALEXANDER 
INTERNATIONAL INC. 
MAJOR SUBSIDIARY AND 
OIEWPJG UNITS 
Alexander Stenhouse Europe 
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Alexander Stenhouse 
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Alexander Stenhouse 
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Alexander Consulting Gmup 
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Alexander Howden Limited 
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Appwimate Numbw $Equity 
Security HoMevs 
As of March 2,1988, there were ap- 
proximately 3,941 record holders of the 
Company's common stock, 1,150 
beneficial holders of Class A common 
stock and 1,868 record holders of 
Class C common stock. 

Shareholders wishing to receive a copy 
of the Company's 1987 Annual Report 
on Form 10K may secure one h e  of 
charge by wridng to Alexander & Alexan- 
der Services Inc., Corporate Secretary, 
300 East Joppa Road, Baltimore, Md. 
21204. 

T~wAgentsandReg&nzm 
Moipm SharehoLier semices 
Trwt Cmnjwny 
30 West Broadway 
New York, N.Y. 10007-2192 

The Epimble Trwt Cmnjwny 
100 South Charles Street 
Baltimore, Md. 21201 

The Rqzl Trwt Compzny 
48/50 Cannon Street 
London EC4N 6LD 
England 

The Canada Trwt C o m p y  
110 Yonge at Adelaide 
Toronto, Ontario M5C 1T4 
Canada 

Annual Meeting OfSharehoMevs 
Date: Thursday, May 19,1988 
Time: 9:30 a.m. 
Place: The Equitable Center Auditorium 

787 Seventh Avenue 
between West 51st and 
West 52nd Streets 

New York, N.Y. 10019 
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United Kingdom 
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west Germany 
Zaire 
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